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News Flash!! 

Preprinted  report  forms  will no  longer
be  mailed  to  taxpayers.   Instead  they 
will receive  a  return  generation  letter 
with  tax  ID  and  password  (XT  number). 
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Reporting Options 

Three  options  for  filing  reports: 

 Webfile.pdf  submit:  File  a  report 
and  pay  electronically 

 Smart.pdf  - Complete  a  report  or 
extension  request  online,  print 
and  mail with  payment. 

 Plain.pdf  - Print  a  report  or 
extension  request,  complete 
manually  and  mail with  payment. 
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Webfile  Step - 1 

Step 1 –  Enter TP Number 

4 



Webfile  Step - 2 

Step 2 –  Enter XT Number (webfile) 
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Webfile  Step - 3 

Step 3 –  Enter Preparer Information 
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Webfile  Step - 4 

Step 4 –  Create Password 
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Webfile  Step –  4a 

OOPS!! 

Repeat Step 4 –  Password must be 8 characters!! 
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Webfile  Step - 5 

Step 5 –  Agreement 
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Webfile  Step - 6 

Step 6 –  System Requirements 
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Webfile  Step - 7 

Step 7 –  Select Report Packet 
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Packets available: 

No  Tax  Due Long  Form 
05-163  No  Tax  Due 05-158-A  Franchise  Tax 

Information  Report Report  Page  1 
05-102  Public  Information 05-158-B  Franchise  Tax 

Report Report  Page  2 
05-167  Ownership 05-160  Credits  Summary 

Information  Report Schedule 
05-175  Tiered  Partnership 05-102  Public  Information 

Report Report 
05-167  Ownership 

EZ  Computation Information  Report 
05-169  EZ  Computation 05-170  Payment  Form 

Report 05-166  Affiliate  schedule 
05-102  Public  Information 05-175  Tiered  Partnership 

Report Report 
05-167  Ownership 

Information  Report Extension 
05-170  Payment  Form 05-164  Extension  Request 
05-166  Affiliate  Schedule 05-165  Extension  Affiliate 
05-175  Tiered  Partnership List 

Report 

Note:  A  Taxable  Entity  may  not  file 
every  form  in  every  packet. 
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Qualifications: 
What  entities  can  file  what  packets? 

No  Tax  Due 

Passive  Entities 

Total Revenue  $300,000  (annualized)  or  less 

Zero  Texas  Receipts 

Combined  Groups  may  not  file  NTD  Report 

EZ  Computation 

$10  million  or  less  in  Total Revenue  (annualized) 

**  No  deduction  for   COGS  or  Compensation  allowed. 

Long  Form 

Any  Taxable  Entity 

Extension 

Any  Taxable  Entity 
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Webfile  Step - 8 

Step 8 –  Select Report Period 
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Webfile  Step - 9 
Step 9 –  P R I N T  R E P O R T after 
completing data and before submitting! 
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Webfile  Step –  9 cont’d 
Step 9 –  continued 
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Webfile  Step - 10 

Step 10 –  Select Payment Option 
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Webfile  Step - 11 

Step 11 –  Enter Credit Card Information 
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Webfile  Step - 12 

Step 12 –  Verify Credit Card Information 
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Webfile  Step - 13 

Step 13 –  Filing Confirmation –  PRINT –  Exit 
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FAQ’s 
Account and Report Form Information 

1.  My  business,  a  limited  partnership,  is  now  subject  to  the  franchise  tax.  How  do  I  get  a  taxpayer 
number? 

All  "newly  taxable  entities"  that  are  registered  with  the  Texas  Secretary  of  State's  office,  such  as 
limited  partnerships,  limited  liability  partnerships,  and  professional  associations,  have  been  added  to 
the  Comptroller's  records.  A  taxpayer  number  was  assigned  at  that  time  and  mailed  to  the  address 
on  file  with  the  Secretary  of  State.  You  can  search  our  records  by  entity  name,  tax  ID  number  or 
Secretary  of  State  file  number  at  http://ecpa.cpa.state.tx.us/coa/Index.html.  Taxable  entities  that  are 
not  registered  with  the  Texas  Secretary  of  State,  such  as  general  partnerships,  should  complete  the 
Texas  Business  Questionnaire  (for  Texas  entities)  or  the  Texas  Nexus  Questionnaire  (for  non-Texas 
entities.)  A  taxpayer  number  will  be  included  with  our  response.  (Updated  04/23/08) 

2.  When  are  the  first  reports  due  under  the  revised  franchise  tax? 
To  accommodate  implementation  of  the  new  computer  system  that  is  needed  for  the  revised 
franchise  tax,  taxpayers  with  initial  reports  originally  due  from  January  1  through  April  30  were 
automatically  extended  to  May  1,  2008.  These  taxpayers  will  not  have  the  option  of  filing  the  initial 
report  electronically.  However,  the  original  due  date  of  the  initial  report  should  be  used  to  determine 
the  accounting  period  on  which  the  report  is  based.  The  accounting  period  end  date  on  an  initial 
report  must  be  at  least  60  days  before  the  original  due  date.  For  example,  assume  a  corporation 
formed  on  October  20,  2006,  has  an  initial  report  originally  due  on  January  17,  2008.  The  due  date 
for  this  initial  report  is  extended  to  May  1,  2008.  If  the  corporation  has  a  December  31  accounting 
year  end,  the  corporation  uses  December  31,  2006,  as  the  ending  date  for  the  report,  since 
December  31,  2007,  is  not  60  days  before  the  original  date  of  January  17,  2008. 

3.  On  the  Texas  Business  and  Nexus  Questionnaires,  each  general  partner,  each  member,  and  each 
limited  partner  with  a  10%  or  more  interest  in  the  partnership  must  be  provided.  There  is  a  space  for 
each  partner  to  sign.  Is  each  partner  or  member  required  to  sign? 

Each  partner  or  member  must  sign,  or  authorize  a  person  to  sign  for  them.  Maintain  evidence  of  the 
authorization  in  the  entity's  records  in  the  event  of  an  audit. 

4.  What  form  does  a  non-Texas  corporation  or  LLC  use  to  file  a  final  report  if  it  ended  its  existence  in 
its  home  state  prior  to  11/02/07? 

A  final  report  is  due  60  days  after  the  entity  ceases  doing  business  in  Texas.  For  a  final  report  due 
prior  to  January  1,  2008,  as  is  the  case  in  this  situation,  you  must  use  the  Final  Texas  Franchise  Tax 
Report  Form  05-139. 

5.  What  are  the  rules  for  an  entity,  such  as  a  limited  partnership,  that  would  have  become  subject  to 
the  franchise  tax  on  1/1/08  but  ended  its  existence  before  that  date? 

If  the  entity  ended  its  existence  after  06/30/07  but  before  01/01/08,  they  must  file  a  final  report  based 
on  the  margin  calculation.  The  date  the  entity  ceased  to  exist  is  the  accounting  period  ending  date. 
The  entity  should  file  the  appropriate  form  - E-Z  Calculation,  No  Tax  Due,  or  Long  Form  - and  write 
"Transition  Final"  at  the  top  of  the  report.  (Updated  03/31/08) 

6.  What  does  an  entity  file  if  it  is  ending  its  existence  or  no  longer  has  nexus  in  2008? 
Entities  ending  their  existence  in  2008  must  file  an  annual  report,  a  final  report,  and  the  appropriate 
Information  Report  - a  Public  Information  Report  (05-102)  for  corporations  and  LLCs,  or  an 
Ownership  Information  Report  (05-167)  for  other  entities.  (Updated  03/31/08) 
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FAQ’s 
Account and Report Form Information - Continued 

7.  What  accounting  period  ending  date  is  used  for  filing  the  2008  initial  franchise  tax  report? 
The  taxpayer  must  use  the  last  accounting  period  end  date  for  federal  purposes  that  is  at  least  60 
days  before  the  original  due  date  of  the  initial  report.  The  original  due  date  applies  even  to  those 
entities  for  whom  the  Comptroller's  office  extended  the  initial  report  due  date  to  May  1,  2008. 
(Updated  03/31/08) 

8.  What  is  franchise  tax? 
The  Texas  franchise  tax  is  a  privilege  tax  imposed  on  each  taxable  entity  formed  or  organized  in 
Texas  or  doing  business  in  Texas.  (Updated  03/31/08) 

9.  When  can  I  file  my  franchise  tax  report  electronically? 
WebFile  is  available  now  for  filing  extensions,  making  extension  payments  and  filing  No  Tax  Due 
reports.  The  system  will  be  expanded  to  allow  electronic  filing  and  payments  for  all  franchise  tax 
reports  by  May  1,  2008.  (Updated  04/23/08) 

10.  What  does  it  mean  to  make  an  "election"  for  cost  of  goods  sold  or  compensation,  or  70%,  and  how 
do  I  do  this? 

Taxable  entities  must  elect  whether  to  deduct  cost  of  goods  sold  or  compensation  when  determining 
taxable  margin.  If  no  election  is  made,  the  taxable  entity's  margin  will  be  70%  of  total  revenue. 
Taxpayers  filing  the  long  form  report  will  make  the  election  simply  by  filing  the  report  using  one 
method  or  the  other.  No  other  action  is  required. 

Taxpayers  filing  the  No  Tax  Due  report  must  make  an  election  by  checking  the  appropriate  box  on  the 
form.  The  election  is  required  even  though  taxpayers  filing  the  No  Tax  Due  report  don't  actually 
calculate  tax  due.  The  election  protects  taxpayers  who  might  later  have  to  amend  their  report,  by 
ensuring  they  can  take  the  deduction  most  advantageous  to  them. 

The  election  for  COGS  or  Compensation  must  be  made  by  the  latest  of  the  due  date,  the  extended 
due  date  or  the  date  the  report  is  filed. 

Making  an  election  does  not  apply  to  taxpayers  filing  the  E-Z  Computation,  because  the  E-Z 
Computation  Report  is  not  based  on  taxable  margin.  Therefore,  neither  COGS  nor  compensation  may 
be  deducted  when  using  the  E-Z  Computation  Report.  (Updated  04/29/08) 

11.  Where  can  taxpayers  find  their  NAICS  code? 
The  North  American  Industry  Classification  System  (NAICS)  code  can  be  found  at  the  U.S.  Census 
Bureau's  Web  site.  (Updated  04/23/08) 
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FAQ’s 
Electronic Reporting and Paying Technical Questions 

1.  What  are  the  computer  system  requirements  to  use  the  smart.pdf  and  WebFile.pdf  submit 
options? 

The  currently  supported  Adobe  Acrobat  /  Adobe  Reader  versions  for  the  smart.pdf  and  WebFile.pdf 
submit  options  are  version  8.1.1  or  higher. 

You  can  download  the  most  recent  version  of  Adobe  Reader for  free.  You  will  need  this  software  to 
open,  complete  and  print  the  forms  in  our  new  smart.pdf  format. 

See  http://www.window.state.tx.us/taxinfo/franchise/faq_er.html#er1  for  more  information  on  system 
requirements. 

2.  Is  the  Comptroller's  WebFile  system  secure? 
The  Comptroller's  WebFile  system  has  built-in  protections  to  safeguard  the  confidentiality  and 
security  of  taxpayer  information.  First-time  users  will  be  asked  for  specific  information  to  confirm 
they  are  the  taxpayer  or  an  agent  authorized  to  file  returns  for  the  account.  (Updated  4/14/08) 

3.  What  is  my  WebFile  number  and  where  do  I  find  it? 
Your  WebFile  number  is  issued  by  the  Comptroller's  office.  You  can  find  it  in  the  upper  right  corner 
of  the  notification  letter  you  received  from  our  office  in  April  2008.  The  WebFile  number  begins  with 
the  letters  XT  and  is  followed  by  six  numbers.  If  you  cannot  find  your  notification  letter,  you  can 
contact  the  Comptroller's  office  and  we  can  mail  you  a  duplicate  letter.  We  also  can  provide  your 
WebFile  number  over  the  phone;  you  will  need  to  provide  the  proper  information  to  authenticate  who 
you  are,  such  as  past  gross  receipts  or  last  payment  amounts  before  we  can  provide  this 
confidential  information.  We  can  only  provide  5  WebFile  numbers  at  a  time.  Taxpayers  who  request 
more  than  5  at  a  time  should  do  so  in  writing  via  email  at  WebFileHelp@cpa.state.tx.us.  You  will 
only  use  your  WebFile  number  once.  When  you  use  WebFile  for  the  first  time,  you  will  then  establish 
a  password  for  future  access  to  WebFile.  (Updated  4/14/08) 

4.  Why  is  my  WebFile  account  suspended? 
If  several  attempts  are  made  to  log-in  to  your  WebFile  account  with  an  invalid  password,  the  system 
will  suspend  your  account  for  security  reasons.  To  resolve  this  issue,  hit  the  Reset  Password  button. 
To  reset,  you  will  need  to  answer  the  security  question  established  when  the  password  was  created. 
After  entering  the  security  information  you  will  have  the  option  to  change  the  password  and  security 
question.  If  you  are  unable  to  complete  this  process,  contact  the  Comptroller's  Electronic  Reporting 
Section  at  (800)  442-3453.  You  can  also  e-mail  us  at  WebFileHelp@cpa.state.tx.us.  (Updated 
4/14/08) 

5.  What  if  I  forgot  my  password? 
Look  for  the  "Forgot  Password"  button  on  the  log-in  screen  after  you  have  entered  your  taxpayer  ID 
number.  Click  on  this  button  to  answer  the  security  question  you  established  when  you  first  set  up 
the  account.  After  entering  the  security  information  you  will  have  the  option  to  reset  your  password. 
(Updated  4/14/08) 

23 



FAQ’s 
Electronic Reporting and Paying Technical Questions 

continued 

6.  Who  must  pay  electronically? 
Taxpayers  who  paid  $10,000  or  more  in  a  payment  category  during  the 
preceding  state  fiscal y ear  are  required  by  law  to  electronically  transmit  payments 
to  the  Comptroller's  office  beginning  May  1,  2008. 
Taxpayers  who  pay  $100,000  or  more  must  make  their  electronic  payments  via 
TEXNET. 
Taxpayers  who  paid  $10,000  or  more,  but  less  than  $100,000,  can  make  their 
electronic  payments  by  credit  card  or  WebEFT  via  WebFile  when  filing  their 
report  electronically.  They  can  also  pay  electronically  via  the  Internet  or 
telephone  if  they  enroll  in  TEXNET. 

Taxpayers  who  do  not  comply  with  the  electronic  funds  transfer  (EFT) 
requirements  can  be  assessed  a  5  percent  penalty  on  the  payment  amount.  This 
penalty  can  apply  to  each  filing  period  in  which  payment  is  not  remitted 
electronically.   (Updated  5/1/08) 

7.  What  if  I  am  mandated  to  pay  electronically  but  I  am  unable  to  do  so? 
If  you  are  unable  to  make  an  electronic  payment  (using  TEXNET,  WebEFT  or  credit  card)  you 
may  request  a  temporary  waiver  by  faxing  the  waiver  to  the  Electronic  Reporting  Section  at:  (877) 
882-8894  or  by  mail  at  P.O.  Box  13528,  Austin,  TX  78711.  (Updated  4/14/08) 

8.  Which  credit  cards  do  you  accept? 
Payment  by  credit  card  is  offered  for  your  convenience.  You  can  pay  with  American  Express, 
Discover  or  MasterCard  unless  you  are  required  to  make  your  payment  using  TEXNET.  There  is 
a  non-refundable  online  convenience  fee  that  will  be  included  in  the  credit  card  transaction. 
(Updated  4/14/08) 

9.  Will  the  Comptroller's  Office  offer  an  interface  to  allow  data  to  be  uploaded  to  your  system  from 
third-party  software  providers? 

We  hope  to  have  this  available  in  2009,  but  it  is  not  available  for  2008  reporting. 
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Forms 
05-102  Public  Information  Report 

05-158-A  Franchise  Tax  Report  Page  1 

05-158-B  Franchise  Tax  Report  Page  2 

05-160  Credits  Summary  Schedule 

05-163  No  Tax  Due  Information  Report 

05-164  Extension  Request 

05-165  Extension  Affiliate  List 

05-166  Affiliate  schedule 

05-167  Ownership  Information  Report 

05-169  EZ  Computation  Report 

05-170  Payment  Form 

05-175  Tiered  Partnership  Report 
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Forms - Requirements 
All franchise tax forms can be filed by any taxable entity, 
except for the following: 

05-102 

ONLY to be filed by Corporations and LLCs. 

05-163 

To be filed only by entities that have $300,000 or less in 
Total Revenue, no Texas receipts, or by qualifying passive 
entities. 

05-167 

To be filed by partnerships, associations, trusts, other legal 
entities. 

05-175 

To be filed ONLY by entities that elect tiered partnership 
reporting.  Both the lower and upper tier entities will file this 
form.  DO NOT file this form if a lower tier entity is NOT 
passing revenue to an upper tier.  DO NOT file this form if 
you own an interest in a partnership that is NOT passing 
revenue to you. 
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Tiered Partnerships 

A  “tiered  partnership  arrangement”  means  an  ownership 
structure  in  which  any  of  the  interests  in  one  taxable  entity 
treated  as  a  partnership  or  an  S  corporation  for  federal 
income  tax  purposes  (a  “lower  tier  entity”)  are  owned  by  one 
or  more  other  taxable  entities  (an  “upper  tier  entity”).  A  tiered 
partnership  arrangement  may  have  two  or  more  tiers. 

Unless  a  lower  tier  entity  is  part  of  a  combined  group,  the 
lower  tier  entity  may  elect  to  exclude  from  total  revenue,  the 
revenue  reported  to  an  upper  tier  entity.  The  lower  tier  entity 
must  submit  a  report  to  the  Comptroller  showing  the  amount 
of  total  revenue  that  each  upper  tier  entity  should  include  with 
the  upper  tier  entity’s  own  taxable  margin  calculation, 
according  to  the  ownership  interest  of  the  upper  tier  entity.  If 
the  upper  tier  entity  is  not  subject  to  the  franchise  tax,  then 
the  election  is  void  and  the  lower  tier  entity  may  not  report 
revenue  to  the  upper  tier  entity. 

If  the  election  is  made,  the  no  tax  due,  discounts  and  E-Z 
Computation  provisions  do  not  apply  to  an  upper  tier  entity  if, 
before  the  attribution  of  any  total  revenue  by  a  lower  tier  entity 
to  an  upper  tier  entity,  the  lower  tier  entity  does  not  meet  the 
criteria  of  these  provisions. 

(Information  from  franchise  tax  instructions) 
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05-102 
As stated on form, this is to be filed by Corporations and LLCs. 
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05-158-A 
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05-158-B 
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05-160 
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05-163 
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05-164 
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05-165 
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05-166 

35 



             

05-167 
As stated on form, this is to be filed by all other taxable entities. 

36 



05-169 
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05-170 
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05-175 
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Contact Us 

Susan  Combs 

Texas  Comptroller 

Post  Office  Box  13528,  Capitol  Station 

Austin,  Texas   78711-3528 

Comptroller’s Website: 

www.window.state.tx.us 

Call toll free: 
(800) 252-1381 

Tax Questions: 
tax.help@cpa.state.tx.us
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